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SUMMARY 


Pu  rpose 

A  current  concern  of  the  Economic  Development  Branch  is  with  the  effects 
on  communities  in  Ontario  of  current  changes  in  the  automotive  industry.  We 
estimate  that  there  are  at  least  thirty-five  communities  in  the  Province  having 
over  100  jobs  in  the  industry  where  these  jobs  represent  10  per  cent  or  more  of 
manufacturing  employment. 

Because  of  this  concern,  we  are  assembling  information  to  enable  us  to 
assess  as  far  as  possible  what  structural  changes  in  the  economies  of  these 
communities  may  occur  as  a  result  of  changes  in  the  industry. 

Tillsonburg  is  a  community  where  automotive  employment  is  particularly 
important.  This  package  of  information  provides  a  starting  point  for  assessing 
the  effects  of  current  industry  changes  on  this  community. 

The  package  draws  together  information  from  a  variety  of  sources, 
including  newspapers  and  magazines,  and  deals  with  a  variety  of  aspects  of 
automotive  industry  development.  It  is  not  definitive  and  represents  only  the 
first  step  towards  achieving  a  realistic  overview  of  prospects  for  the  automotive 
industry  in  Tillsonburg  and  similar  communities  in  other  parts  of  Southern 
Ontario. 

The  World  Automotive  Industry 

Sales  in  the  world's  major  automotive  markets  of  North  America,  Western 
Europe  and  Japan  reached  record  levels  in  1973.  Escalating  world  oil  prices  and 
changed  economic  conditions  led  to  major  losses  of  sales  in  1974  and  again  in 
1979  and  sales  did  not  fully  recover  to  previous  peak  levels  in  the  intervening 
period. 

The  combination  of  increasing  oil  prices  and  increased  competition  for 
domestic  markets  has  led  to  urgent  development  of  new  energy  efficient  parts 


and  vehicles  by  manufacturers  lagging  in  this  area,  particularly  in  North 
America.  To  enhance  their  competitiveness  in  world  markets,  major 
manufacturers  are  redistributing  parts  and  vehicle  production  on  a  world  wide 
basis,  leading  to  the  emergence  of  "world  cars". 

The  rapid  development  of  more  energy  efficient  vehicles  coupled  with  the 
redistribution  of  production  across  world  markets  is  resulting  in  unprecedented 
levels  of  investment  in  the  world  industry. 

The  North  American  Automotive  Industry 

The  North  American  automotive  market  represents  30  per  cent  of  world 
sales.  Since  I  973  no  overall  growth  in  sales  production  or  employment  has  been 
achieved.  Recent  forecasts  indicate  average  growth  of  0.5  per  cent  annually  to 
I  990.  Imports  have  claimed  an  increasing  share  of  sales  in  the  I  970's. 

Slow  growth  in  sales  will  inhibit  future  employment  growth  but 
opportunities  for  expanded  production  and  employment  are  possible. 

Unprecedented  levels  of  investment  have  resulted  from: 

Efforts  to  achieve  downsizing  and  weight  reduction; 

Redesign  of  vehicles  and  components  to  meet  government 

requirements; 

Efforts  to  achieve  growth  objectives. 

The  Canadian  Automotive  Industry 


The  Canadian  automotive  industry  has  achieved  rapid  growth  in  the  last 
fifteen  years,  but  a  substantial  trade  deficit  with  the  United  States  exists  in 
auto  parts. 


a 
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Some  recent  analyses  have  suggested  that: 


Canada  has  a  larger  share  of  North  American  automotive  assembly 
employment  than  of  automotive  parts  employment. 

Canada  has  not  achieved  a  "fair  share"  of  employment  in  the  auto 
parts  and  accessories  industry. 

Canada's  share  of  North  American  investment  in  the  industry  has 
been  low  relative  to  market  share. 

The  Automotive  Industry  in  Ontario 

Ontario  is  the  major  area  of  concentration  for  Canada's  automotive 
industry,  particularly  for  the  auto  parts  industry. 

Some  of  the  major  investments  planned  for  the  automotive  industry  will 
be  made  in  Ontario.  The  Province  hopes  to  achieve  full  participation  in  the 
industry's  long  term  investment  program. 

Ontario  must  achieve  a  reasonable  share  of  automotive  industry 
investment  in  the  I  980's,  especially  in  the  automotive  parts  industry  in  order  to 
maintain  its  strategic  importance  in  the  industry. 

The  Automotive  Industry  in  Tillsonburg 

Two  automotive  employers  account  for  42  per  cent  of  manufacturing 
employment  in  Tillsonburg.  Employment  has  been  relatively  stable  through  the 
I  970's. 

Short  term  prospects  for  these  employers  may  be  adversely  affected  by 
current  declines  in  demand  for  automobiles.  For  the  longer  term,  increasing 
worldwide  distribution  of  auto  parts  manufacture  is  likely  to  benefit  specialized 
shipping  organizations  such  as  Livingston,  but  local  employment  in  Tillsonburg 
may  not  increase. 
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INTRODUCTION 
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A  current  concern  of  the  Economic  Development  Branch  is  with  the 
effects  on  communities  in  Ontario  of  current  changes  in  the  automotive 
industry.  We  estimate  that  there  are  at  least  thirty-five  communities  in  the 
Province  having  over  100  jobs  in  the  industry  where  these  jobs  represent  10  per 
cent  or  more  of  manufacturing  employment. 

Because  of  this  concern,  we  are  assembling  information  to  enable  us  to 
assess  as  far  as  possible  what  structural  changes  in  the  economies  of  these 
communities  may  occur  as  a  result  of  changes  in  the  industry. 

Tillsonburg  is  a  community  where  automotive  employment  is  particularly 
important.  This  package  of  information  provides  a  starting  point  for  assessing 
the  effects  of  current  industry  changes  on  this  community. 

The  package  draws  together  information  from  a  variety  of  sources, 
including  newspapers  and  magazines,  and  deals  with  a  variety  of  aspects  of 
automotive  industry  development.  It  is  not  definitive  and  represents  only  the 
first  step  towards  achieving  a  realistic  overview  of  prospects  for  the 
automotive  industry  in  Tillsonburg  and  similar  communities  in  Southern 
Ontario. 

During  the  last  several  decades,  the  automotive  industry  has  played  a  very 
important  role  in  the  North  American  economy.  Until  the  early  I970's  the 
industry  was  able  to  function  relatively  independently  from  the  industry  in 
other  countries.  However,  changing  world  economic  conditions  have  brought  a 
rapid  movement  toward  the  integration  of  the  North  American  industry  with 
the  world  network  of  markets  and  products. 

The  two  principle  factors  influencing  this  new  direction  in  the  industry 

are: 


rising  world  oil  prices;  and 

maturation  of  domestic  markets  in  North  America  (and  Western 
Europe)  and  an  acceleration  of  demand  in  new  markets  in  the  less 
developed  countries. 
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These  factors  are  leading  to  a  greater  uniformity  In  both  component  and  vehicle 
design  for  different  markets  which,  in  turn,  is  generating  increased  competition 
among  producers  in  these  markets. 

In  combination,  these  factors  are  leading  to  unprecedented  levels  of 
investment  and  radical  reorganization  of  both  the  parts  and  assembly  industries 
world  wide.  In  addition,  environmental  pollution  regulations  are  also  leading  to 
extensive  design  changes  for  vehicles  sold  in  North  American  markets,  further 
increasing  investment  levels  among  producers  supplying  these  markets. 

Although  the  magnitude  of  these  changes  can  be  best  viewed  from  an 
international  or  at  least  a  North  American  perspective,  the  impact  will 
ultimately  be  felt  most  strongly  in  those  communities  where  the  automotive 
industry  makes  an  important  contribution  to  the  local  economy.  There  are 
many  communities  in  Southern  Ontario  where  the  industry  plays  this  role,  and 
current  changes  in  the  industry  are  of  concern  to  them. 
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I.  THE  INTERNATIONAL  AUTOMOTIVE  INDUSTRY 

'  ~  ^ 

SALES  IN  THE  WORLD'S  MAJOR  AUTOMOTIVE  MARKETS  OF  NORTH 
AMERICA,  WESTERN  EUROPE  AND  JAPAN  REACHED  RECORD  LEVELS  IN 
1973.  ESCALATING  WORLD  OIL  PRICES  AND  CHANGED  ECONOMIC 
CONDITIONS  LED  TO  MAJOR  LOSSES  OF  SALES  IN  1974  AND  AGAIN  IN  1979 
AND  SALES  DID  NOT  FULLY  RECOVER  TO  PREVIOUS  PEAK  LEVELS  IN  THE 
INTERVENING  PERIOD. 


According  to  a  number  of  sources,  these  markets  have  reached  or  are 
close  to  reaching  saturation.  In  future  the  bulk  of  sales  are  likel/  to  be 
replace  existing  automobiles.  In  Europe,  it  is  estimated  that  four  of  every 
five  cars  sold  will  be  for  replacement.  Rising  production  costs  could  also 
result  in  extended  working  lives  for  existing  autos,  thereby  depressing 
sales. 

A  return  to  the  sales  growth  achieved  in  the  pre-1973  period  is  therefore 
not  expected.  Sales  growth  rates  in  less  developed  markets  of  Latin 
America,  Africa  and  Asia  are  expected  to  be  double  the  rates  in  these 
mature  markets  in  the  I  980's. 


AUTO  SALES  IN  MAJOR  WORLD  MARKETS  1976-1990 


(MILLIONS  OF  UNITS) 


1976 

1983 

1990 

North  American 

(Including  Mexico) 

11.4 

14.2 

15.6 

Europe 

9.1 

11.4 

14.0 

Latin  America 

1.4 

2.2 

3.5 

Africa 

1.2 

2.3 

4.0 

Asia  (Including  Australia 
and  New  Zealand) 

3.4 

5.5 

7.4 

Source:  Predicasts  Inc. 
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Most  major  automotive  manufacturers  are  now  selling  in  markets  around 
the  world.  North  American  manufacturers  make  and  sell  approximately 
3.5  million  automobiles  annually  outside  North  America. 


NORTH  AMERICAN  AUTO  ASSEMBLY  COMPANIES; 
AUTO  SALES  OUTSIDE  NORTH  AMERICA  AS  A  PERCENT 
OF  TOTAL  COMPANY  SALES  1978 


SALES  OUTSIDE  NORTH 

AMERICA  %  OF  TOTAL  COMPANY 

(THOUSANDS)  SALES 


General  Motors 

1,412 

19.4 

Ford  Motor 

1,692 

37.1 

Chrysler 

167 

10.6 

3,271 

SOURCE:  Company  Annual  Reports 


.  Japan  exports  over  one 

half  of  its  domestic  auto  production. 

JAPANESE  AUTO  PRODUCTION  AND  EXPORT:  1977 

(Millions  of  Autos)  % 

Home  Markets  Registrations: 

2.5 

46.3 

Total  Exports 

2.9 

53.7 

Exports  to  United  States; 

1.3 

24.1 

To  Europe: 

0.7 

13.0 

To  Rest  of  World: 

0.9 

16.6 

Total  Production; 

5.3 

100.0 

Source:  Economist  Magazine. 
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THE  RAPID  DEVELOPMENT  OF  MORE  ENERGY  EFFICIENT  VEHICLES 
COUPLED  WITH  THE  REDISTRIBUTION  OF  PRODUCTION  ACROSS  WORLD 
MARKETS  IS  RESULTING  IN  UNPRECEDENTED  LEVELS  OF  INVESTMENT  IN 
THE  WORLD  INDUSTRY. 

.  North  American  auto  manufactures  have  traditionally  been  involved  in 
overseas  production.  Changing  economic  conditions  are  resulting  in  an 
extension  of  this  involvement  as  well  as  creating  a  movement  by  overseas 
producers  to  become  involved  in  North  American  production. 

.  In  1977,  Volkswagen  established  an  assembly  plant  in  Westmoreland,  Pa., 
producing  200,000  vehicles  yearly.  Volkswagen  is  currently  embarking  on 
a  $3.1  billion  world  wide  investment  program.  A  sizable  portion  of  the 
projected  $80  billion  investment  plans  by  the  North  American  industry 
will  be  directed  to  overseas  operations.  Although  precise  investment 
plans  of  the  Japanese  industry  are  not  publicly  known  at  the  present  time, 
substantial  Investments  in  the  United  States  are  anticipated.  The 
announced  investment  intentions  of  major  producers  outside  of  their  home 
markets  are  In  the  attached  table. 
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THE  COMBINATION  OF  INCREASING  OIL  PRICES  AND  INCREASED 
COMPETITION  FOR  DOMESTIC  MARKETS  HAS  LED  TO  URGENT 
DEVELOPMENT  OF  NEW  ENERGY  EFFICIENT  PARTS  AND  VEHICLES  BY 
MANUFACTURERS  LAGGING  IN  THIS  AREA,  PARTICULARLY  IN  NORTH 
AMERICA.  TO  ENHANCE  THEIR  COMPETITIVENESS  IN  WORLD  MARKETS, 
MAJOR  MANUFACTURERS  ARE  REDISTRIBUTING  PARTS  AND  VEHICLE 
PRODUCTION  ON  A  WORLD  WIDE  BASIS,  LEADING  TO  THE  EMERGENCE 
OF  "WORLD  CARS". 

.  The  demand  for  more  energy  efficient  vehicles  has  generated  the 
development  of  new  more  efficient  auto  parts  as  well  as  the  downsizing  of 
vehicles. 

.  This  increased  demand  for  more  energy  efficient  vehicles  has  also  created 
greater  export  opportunities  for  manufacturers  of  established  lines  of 
energy  efficient  vehicles.  In  the  wake  of  oil  price  increases  in  early  1979, 
for  example,  imports  of  automobiles  to  the  United  States  increased  to  a 
record  24.1  per  cent  in  May  I  979  from  17.5  per  cent  a  year  earlier. 

.  The  concept  of  "world  cars"  is  resulting  in  vehicles  with  similar  designs 
and  components  being  manufactured  and  sold  in  a  number  of  markets. 


WORLD  CARS:  AUTOS  PRODUCED  IN  A  NUMBER  OF  LOCATIONS 

COMPANY 

MODEL 

PRODUCTION  LOCATIONS 

Volkswagen 

Golf/Rabbit 

United  States,  Mexico 

West  Germany,  South  Africa 

General  Motors 

Chevette 

United  States 

West  Germany 

United  Kingdom 

Australia 

Brazil 

Chrysler 

Omn  I/Horizon 

United  States 

France 

Japan 

Source:  Economic  Development  Branch  Files 
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AUTOMOTIVE  INDUSTRY  INVESTMENT  PLANS:  MAJOR 

WORLD-WIDE  PROJECTS  1979 

COMPANY 

PROJECT 

INVESTMENT 
(U.S.  Dollars) 

LOCATION 

General  Motors 

General  Motors 

Assembly  Plant 

Engine  Plant 

Two  Auto  Part  Plants 

Assembly  Plant 

$300  million 

Mexico 

Three  Auto  Part  Plants 

$461  million 

Spain 

General  Motors 

Engine  Plant 

- 

Austria 

General  Motors 

Engine  Plant 

$500  million 

Brazil 

Ford  Motor 

Assembly  Plant 

Truck,  Engine  Plant 
expansion 

$42  million 

Mexico 

Ford  Motor 

Acquisition  of  Toyo 

Kogyo  (Mazda)  Motors 

$  1 35  million 

Japan 

Ford  Motor 

Vehicle  Development 

$76  million 

Argentina 

Ford  Motor 

Vehicle  Development 
(in  association  with 

Peugeot) 

$  106  million 

Spain 

Volkswagen 

Assembly  Plant 
(Joint  project) 

$400  million 

South  Korea 

Vehicle  Development 

Acquisition  of  minority 

Interest  in  Chrysler  Argentina 
Acquisition  of  majority  interest 
interest  in  Chrysler  do  Brazil 

$600  million 

Brazil 

Argentina 

Brazil 

Toyota 

Assembly  Plant 

$600  million 

Spain 

Source:  Economic  Development  Branch  Files. 
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II.  THE  NORTH  AMERICAN  AUTOMOTIVE  INDUSTRY 

I 


THE  NORTH  AMERICAN  AUTOMOTIVE  MARKET  REPRESENTS  30  PER 
CENT  OF  WORLD  SALES,  SINCE  1973  NO  OVERALL  GROWTH  IN  SALES 
PRODUCTION  OR  EMPLOYMENT  HAS  BEEN  ACHIEVED.  RECENT 
FORECASTS  INDICATE  AVERAGE  GROWTH  OF  0.5  PER  CENT  ANNUALLY 
TO  1990.  IMPORTS  HAVE  CLAIMED  AN  INCREASING  SHARE  OF  SALES  IN 
THE  I  970's. 


North  American  automotive  sales  have  not  fully  recovered  record 
levels  achieved  in  1973  but  imports  have  claimed  a  steadily 
increased  share  of  sales  since  then.  In  May  1979  imports  achieved  a 
record  24.05  per  cent  market  share  of  the  United  States  Market. 


AUTOMOBILE  SALES  IN  NORTH  AMERICA  1970-78 


TOTAL  SALES  IMPORTS  SHARE 

THOUSANDS  OF  UNITS  ANNUAL  %  CHANGE  % 


1970 

9,045 

15.7 

1971 

9,462 

4.6 

18.6 

1972 

11,809 

24.8 

15.5 

1973 

12,431 

5.2 

15.7 

1974 

9,810 

(21.0) 

15.9 

1975 

9,629 

(1.8) 

18.1 

1976 

11,056 

14.8 

14.9 

1977 

12,176 

10.01 

18.6 

1978 

12,300 

0.9 

17.7 

Source:  United  States  Bureau  of  Statistics 
Statistics  Canada 
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AUTOMOTIVE  ASSEMBLY  EMPLOYMENT 

IN  NORTH  AMERICA,  1972-78 

(OOO's) 

ANNUAL  %  CHANGE 

1972 

456.9 

1973 

506.8 

10.9 

1974 

463.3 

(9.4) 

1975 

418.7 

(9.6) 

1976 

462.5 

10.4 

1977 

490.4 

6.0 

1978 

503.8 

2.7 

Source: 

Statistics  Canada 

United  States  Department  of  Labour 

AUTOMOTIVE  PARTS  EMPLOYMENT 
IN  NORTH  AMERICA,  1972-78 

(OOO's)  ANNUAL  %  CHANGE 


1972 

701.4 

10.8 

1973 

777.2 

10.8 

1974 

720.5 

(7.3) 

1975 

636.7 

(11.6) 

1976 

717.4 

12.7 

1977 

734.8 

2.4 

1978 

768.8 

4.6 

Source:  Statistics  Canada 

United  States  Department  of  Labour 
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SLOW  GROWTH  IN  SALES  WILL  INHIBIT  FUTURE  EMPLOYMENT 
GROWTH  BUT  OPPORTUNITIES  FOR  EXPANDED  PRODUCTION  AND 
EMPLOYMENT  ARE  POSSIBLE. 

.  Slow  sales  growth  and  efforts  to  improve  labour  productivity  may 
inhibit  employment  growth  in  the  industry  but  opportunities  for 
expansion  of  production  and  employment  may  occur: 

North  American  manufacturers  have  demonstrated  an  ability  to 
produce  vehicles  competitive  in  world  markets. 

North  American  exports  could  increase  from  their  1978  level  of 
425,000; 

New  assembly  and  parts  plants  are  planned  by  Japanese  and 
European  manufacturers  for  North  American  locations. 

TO  MEET  FUEL  ECONOMY  AND  ENVIRONMENTAL  POLLUTION 
REGULATIONS  AND  TO  INCREASE  COMPETITIVENESS,  MAJOR  DESIGN 
CHANGES  ARE  BEING  MADE  IN  NORTH  AMERICAN  BUILT  AUTOMOBILES. 

.  Under  1978  federal  regulations  in  the  U.S.,  every  manufacturer 
selling  more  than  10,000  cars  per  year  must  achieve  a  Corporation 
Average  Fuel  Economy  (C.A.F.E.)  of  18  MPG  now  and  27.5  MPG  by 
1985. 

.  Engine  design  will  be  important  in  meeting  this  target.  One  solution 
being  explored  is  the  diesel  engine.  General  Motors  expects  25  per 
cent  of  its  vehicles  to  be  diesel  powered  by  the  early  I  980's. 

Other  devices  to  meet  this  reguirement  will  include: 

.  electronic  ignition  systems; 

.  automatic  transmissions; 


weight  reduction  -  downsizing. 
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.  The  Clean  Air  Act  of  1971  in  the  United  States  requires  reduction  of 
three  pollutants,  hydro  carbons  (HC)  carbon  monoxide  (CO)  and 
nitrogen  oxides  (NOx).  Later  orders  have  required  reduction  of  lead 
content  of  gasoline.  The  industry  estimates  that  meeting  these  has 
to  date  cost  only  $50  per  car.  New  reductions  in  NOx  required  by 
1981  will  require  a  "three  way"  catalytic  converter  to  be  fitted  to 
all  new  cars.  This  could  cost  anywhere  from  $150  upwards  per  car. 

UNPRECENDENTED  LEVELS  OF  INVESTMENT  HAVE  RESULTED 
FROM: 

EFFORTS  TO  ACHIEVE  DOWNSIZING  AND  WEIGHT  REDUCTION: 
REDESIGN  OF  VEHICLES  AND  COMPONENTS  TO  MEET 
GOVERNMENT  REQUIREMENTS; 

EFFORTS  TO  ACHIEVE  GROWTH  OBJECTIVES. 

.  Industry  investment  in  North  America  will  be  $6.8  billion  in  1979,  a 
three  fold  increase  since  I  975. 


CAPITAL  INVESTMENT  IN  THE  NORTH  AMERICAN 
AUTOMOTIVE  INDUSTRY,  1972-78 

($Millions  Canadian) 


1972 

2,366.4 

1973 

2,423.0 

1974 

3,030.5 

1975 

2,362.8 

1976 

2,642.3 

1977 

5,326.8 

1978 

5,614.6 

1979 

6,812.9* 

♦Preliminary 

Source:  Statistics  Canada.  United  States  Bureau  of  Commerce. 
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Estimates  of  the  cost  to  the  North  American  auto  industry  of 
meeting  current  objectives  and  requirements  now  reach  $85  billion 
by  I  985.  Investment  by  overseas  assembly  companies  and  auto  parts 
manufacturers  will  be  additional  to  this. 

Not  all  the  major  assembly  companies  can  support  the  necessary 
research  and  development  to  meet  current  or  long-term 
requirements.  Each  is  dealing  with  short-term  problems  as  best  it 
can.  For  the  long-term,  President  Carter  and  officials  of  General 
Motors,  Ford,  Chrysler  and  American  Motors  have  this  year  agreed 
to  a  joint  research  program  at  an  undisclosed  cost  to  speed 
development  of  the  technology  they  will  need  to  meet  requirements 
of  the  I  980's. 


PLANNED  AUTOMOTIVE  INVESTMENT  BY  MAJOR  ASSEMBLY  COMPANIES, 

1 975-85 

PLANNED  INVESTMENT 


1 975-78 

1979 

1 978-85 

General  Motors 

Average  of 
$3.5  billion 
per  year 

$5  billion 

$50  billion 

Ford  Motor  Co. 

$2.5  billion 
in  1  977 

$3.5  billion 

$  14  billion 

Chrysler/AMC. 

- 

- 

$10  billion 

Volkswagen 

- 

- 

$3.1  billion 

Source:  Economic  Developmen  Branch  Files. 
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Much  of  the  technology  and  the  new  auto  parts  needed  by  the 
assembly  companies  to  meet  the  requirements  of  the  1 980's  will 
come  from  manufacturing  operations  of  parts  companies. 

Suppliers  of  auto  parts  generally  do  not  have  long-range  investment 
plans  comparable  to  the  auto  assembviy  commpanies.  Many  of  the 
moves  by  the  larger  auto  parts  companies  will  take  the  form  of 
mergers  or  acquisitions,  the  latest  major  one  being  the  merger 
agreement  between  Borg-Warner  and  Firestone  Tire  and  Rubber 
Company. 

Announced  intentions  of  ten  major  manufacturers  of  auto  parts 
amount  to  $3.85  billion. 


INVESTMENT  INTENTIONS  OF  MAJOR  NORTH  AMERICAN  AUTO  PARTS 

MANUFACTURERS 


COMPANY 

PLANNED  INVESTMENT 
(U.S.  Dollars) 

Goodyear  Tire  Corp. 

$860  million  in 

1  978  and  1  979 

Bendix  Corp. 

$560  million  in 

fiscal  1  979  and  1  980 

Rockwell  International 

$500  million  in 

1  979  and  following  yrs. 

Dana  Corp. 

$500  million  in 

1979-81 

Timken  Co. 

$500  million  in 

1979-81 

International  Harvester 

$435  million  in 

1979-80 

T.R.W.  Corp. 

$  1  95  million  in 

1  979  (about  40%  to  the 

automotive  industry) 

Borg-Warner  Corp. 

$  100  million  in 

1979 

Eaton  Corp. 

$  100  million  in 

1979 

Libby-Owens-Ford  Co. 

$98  million  on  two  new  U.S.  plants 

TOTAL 

$3,848  million 

Source:  Automotive  Magazine  Industries,  January  1979.  Scott's  Industrial 
Directories. 
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III.  THE  AUTOMOTIVE  INDUSTRY  IN  CANADA 

THE  CANADIAN  AUTOMOTIVE  INDUSTRY  HAS  ACHIEVED  RAPID 
GROWTH  IN  THE  LAST  FIFTEEN  YEARS,  BUT  A  SUBSTANTIAL  TRADE 
DEFICIT  WITH  THE  UNITED  STATES  EXISTS  IN  AUTO  PARTS. 

.  Canada's  automotive  industry  has  evolved  since  1965,  largely  under 
the  influence  of  the  Automotive  Products  Trade  Agreement— the 
Auto  pact— under  which  all  tariffs  were  removed  from  completed 
cars,  trucks  and  buses  and  from  original  equipment  parts  shipped 
between  the  United  States  and  Canada.  Since  that  time  the 
industries  of  the  two  countries  have  been  closely  interconnected. 

.  Since  1965,  the  industry  has  experienced  strong  growth,  with  the 
larger  contribution  to  growth  being  made  by  the  parts  and 
accessories  industry.  In  employment,  shipments  and  payroll  terms, 
the  industry  has  out-performed  national  averages  for  manufacturing. 


YEARLY  AVERAGE  GROWTH  RATES  IN  THE  CANADIAN  AUTOMOTIVE 

INDUSTRY  1965-1977 


Auto 

Assembly 

Auto 

Parts 

Total 

Manufacturing 

Employment 

3.8 

1.8 

0.7 

Shipments 

14.4 

11.3 

10.2 

Payroll 

12.6 

10.0 

9.6 

Source:  Statistics  Canada 
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.  Although  production  and  exports  of  Canadian  auto  part^  have 
incrased  rapidly,  this  growth  has  not  equalled  that  experienced  in 
the  United  States,  resulting  in  Canada's  current  $4  billion  trade 
deficit  in  auto  parts  with  the  United  States. 

CANADA  HAS  A  LARGER  SHARE  OF  NORTH  AMERICAN 
AUTOMOTIVE  ASSEMBLY  EMPLOYMENT  THAN  OF  AUTOMOTIVE  PARTS 
EMPLOYMENT. 

.  Canada's  share  of  automotive  assembly  employment  is  high  relative 
to  its  share  of  sales  in  the  North  American  market.  Employment  in 
the  Canadian  industry  declined  less  sharply  in  the  1973-5  period  than 
employment  in  the  United  States  industry  and  has  remained  higher 
since  that  time. 


CANADA'S  SHARE  OF  THE  NORTH  AMERICAN  MOTOR  VEHICLE 
ASSEMBLY  INDUSTRY:  SALES  AND  EMPLOYMENT  1972-78 


SHARE  OF 

SHARE  OF 

SHARE  OF 

ALE  OF  NORTH 

TOTAL  AUTO 

EMPLOYMENT 

AMERICAN 

SALES  INCLUDING 

BUILT  AUTOS 

IMPORTS 

% 

% 

Q. 

'O 

1972 

6.5 

7.3 

11.4 

1973 

7.0 

7.8 

11.3 

1974 

9.7 

9.6 

13.4 

1975 

10.6 

10.3 

13.8 

1976 

8.4 

8.6 

13.1 

1977 

8.1 

8.1 

13.2 

1978 

8.1 

8.0 

- 

Source: 

Statistics  Canada. 

United  States  Depts.  of  Commerce,  Labour 
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CANADA  HAS  NOT  ACHIEVED  A  "FAIR  SHARE"  OF  EMPLOYMENT  IN 
THE  AUTO  PARTS  AND  ACCESSORIES  INDUSTRY. 

.  Automotive  parts  production  in  Canada  is  centred  around  activities 
which  lend  themselves  to  somewhat  lower  levels  of  productivity; 
consequently,  employment  shares  are  higher  than  production  shares. 
Canada’s  employment  share,  which  has  averaged  7.5  per  cent  during 
the  last  7  years,  has  remained  relatively  stable. 


CANADA'S  SHARE  OF  THE  AUTOMOTIVE  PARTS  INDUSTRY:  SALES 
PRODUCTION  AND  EMPLOYMENT 


SHARE  OF  SALES  OF 

PRODUCTION 

EMPLOYMENT 

NORTH  AMERICAN 

(VALUE  ADDED) 

BUILT  AUTOS 

% 

% 

% 

1972 

6.6 

6.3 

7.3 

1973 

7.5 

6.3 

7.5 

1974 

9.7 

6.7 

7.7 

1975 

10.6 

6.7 

6.5 

1976 

8.4 

6.8 

7.4 

1977 

8.1 

6.6 

7.7 

1978 

8.1 

_ 

7.6 

Source:  Statistics  Canada.  United  States  Departments  of  Commerce,  Labour 
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.  Canada's  share  of  North  American  employment  in  the  auto  parts 
industry  and  its  share  of  production  have  in  recent  years  both  been 
lower  than  its  share  of  sales. 

CANADA'S  SHARE  OF  NORTH  AMERICAN  INVESTMENT  IN  THE 
INDUSTRY  HAS  BEEN  LOW  RELATIVE  TO  MARKET  SHARE. 

.  Canada's  expected  share  of  industry  investment  in  1979  is  7.5  per 
cent,  an  increase  over  recent  years  brought  about  in  part  by  large 
scale  incentive  programs  introduced  by  the  federal  and  Ontario 
governments,  incentives  have  gone  to  date  to: 

Ford  Motor  Company  at  Windsor; 

TRW  at  St.  Catharines  and  Tillsonburg; 

Hayes-Dana  at  Barrie. 

CAPITAL  INVESTMENT  IN  THE  CANADIAN  AND 
UNITED  STATES  AUTOMOTIVE/INDUSTRIES,  1972-79 

CANADA  UNITED  STATES  CANADA'S  SHARE 


1972 

101.8 

2,264.6 

4.3 

1973 

139.5 

2,283.5 

5.8 

1974 

224.6 

2,805.9 

7.4 

1975 

160.7 

2,202.1 

6.8 

1976 

145.4 

2,351.5 

5.8 

1977 

287.4 

4,320.0 

6.2 

1978 

314.6 

5,300 

5.6 

1979 

512.9 

6,300.0* 

7.5 

* 

Preliminary 

Source:  Statistics  Canada.  United  States  Department  of  Commerce. 
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General  Motors:  Major  projects  involve  expenditures  of  $2  billion.  i 

.  An  expanded  transmission  plant  in  Windsor  costing  up  to  $1  billion 
and  employing  3,800  people  (an  increase  of  2,600); 

.  Expansion  of  employment  at  the  Company's  St.  Catharines  engine 
and  casting  plant  by  700. 

.  Acceleration  of  the  Company's  expansion  of  paint  shop  and  battery 
plants  in  Oshawa; 

.  New  expansions  at  the  Company's  Scarborough  Truck  Plant  and 
Oshawa  Truck  Plant. 

.  A  diesel  bus  assembly  plant  is  also  being  completed  at  St.  Eustache 

P.Q. 

.  announced  intention  to  close  Hamtramck,  Michigan  assembly  plant 
(3,200  employees)  in  the  summer  of  1  980. 

.  disposal  of  interests  in  French  subsidiary,  Simca  Motors  and  in 
Chrysler  do  Brazil  and  Chrysler  Argentina. 

New  investments  include: 

.  A  van  assembly  plant  completed  in  Windsor  in  1977  at  a  cost  of  $50 
million  and  employing  2,000  people; 

.  An  engine  plant  in  Trenton  N.J.  currently  under  reconstruction  to 
produce  diesel  engines. 

AMC  is  establishing  cooperative  development  projects,  distributing  Renault 
cars  through  its  dealers  and  considering  the  potential  of  producing  Renaults  in 
AMC  facilities. 
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Ford  Motor  Company  has  four  major  expansion  projects: 


FORD  MOTOR  CO.:  MAJOR  INVESTMENTS  IN  ONTARIO  1979-81 


Essex  Engine  Plant  (Windsor) 

$  535M 

2,750 

1981 

Engine  Plant  (retooling) 

(Windsor) 

$  90M 

- 

1979 

Essex  Casting  Plant  (Windsor) 

$  55M 

300 

1981 

Windsor  Casting  Plant 

$  13. 5M 

- 

1979 

TOTAL 

$693. 5M 

3,050 

Source:  Economic  Development  Branch  Files. 


These  projects  are  together  expected  to  create  3,000  jobs.  Of  $6  billion 

Ford  has  committed  to  capital  projects  for  I  978-79,  almost  10  per  cent  is 

in  Ontario. 

Chrysler  Canada  Ltd:  Of  the  total  $80  billion  investment  planned  by  the 
North  American  automotive  industry,  some  $10  billion  is  expected  to  be  spent 
by  Chrysler  and  AMC. 

Current  financial  constraints,  particularly  for  Chrysler,  make  this  level  of 
investment  questionable.  Chrysler  is  presently  experiencing  significant 
retrenchment  and  much  of  its  adaptation  to  new  industry  conditions  will  likely 
be  in  the  form  of  rationalization.  Recent  restructuring  includes: 

.  Closure  of  Windsor  Light  Truck  Plant  (1978)  with  production 
transferred  to  Detroit  (loss  of  900  jobs); 

.  Closure  of  Trim  plant  employing  900  in  Lyons,  Michigan  (July  1979) 
to  consolidate  operations  in  larger  trim  operations  in  Highlands, 
Michigan  and  Ajax,  Ontario  (400  jobs  gained  in  Ajax); 
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IV.  THE  AUTOMOTIVE  INDUSTRY  IN  ONTARIO 

ONTARIO  IS  THE  MAJOR  AREA  OF  CONCENRATION  FOR  CANADA'S 
AUTOMOTIVE  INDUSTRY,  PARTICULARLY  FOR  THE  AUTO  PARTS 
INDUSTRY. 

.  In  1978,  Ontario  employment  in  the  auto  assembly  industry  averaged 
44,000  people  or  84  per  cent  of  Canadian  employment  in  the 
industry.  In  the  auto  parts  industry,  Ontario  employment  averaged 
51,000  in  I  978,  97  per  cent  of  Canadian  employment  in  the  industry. 

.  Automotive-related  employment  provides  about  one  in  every  six 
manufacturing  jobs  in  Ontario,  with  employment  in  such  related 
industries  as  iron  foundries,  machine  shops,  metal  fabrication  and 
electrical  products  also  making  an  important  contribution. 

.  At  present,  the  major  concentrations  of  automotive  employment  in 
Ontario  are  found  in  communities  along  the  Toronto-Windsor 
corridor.  Owen  Sound,  Collingwood  and  St.  Catharines  are  the  only 
centres  with  automotive  employment  in  excess  of  500  which  are  not 
in  this  corridor. 


SOME  OF  THE  MAJOR  INVESTMENTS  PLANNED  FOR  THE 
AUTOMOTIVE  INDUSTRY  WILL  BE  MADE  IN  ONTARIO.  THE  PROVINCE 
HOPES  TO  ACHIEVE  FULL  PARTICIPATION  IN  THE  INDUSTRY'S  LONG 
TERM  INVESTMENT  PROGRAM. 


Some  major  investments  have  been  announced  for  Ontario  by  all  the 
major  auto  manufacturers. 

Major  automotive  parts  and  accessories  manufacturers  have  in  1979 
announced  investments  valued  at  $21  million  for  Ontario. 
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MAJOR  AUTOMOTIVE  EMPLOYMENTS  CENTRES* *  IN  ONTARIO  ^ 


Centre  Total  Employment  Auto  as  %  of  Community’s 

Manufacturing  Employment 


Windsor 

26,001 

63.3 

Oshawa 

20,287 

87.9 

St.  Catharines 

9,435 

52.9 

Oakville 

8,390 

27.0 

Kitchener-Water  loo 

7,991 

22.2 

Chatham 

5,297 

66.1 

St.  Thomas 

5,945 

67.2 

Stratford 

3,218 

41.3 

Woodstock 

1,891 

25.3 

Cambridge 

1,830 

9.7 

Whitby 

1,381 

24.1 

Collingwood 

1 ,223 

31.5 

Thorold 

1,310, 

29.9 

Owen  Sound 

843 

22.6 

Tillsonburg 

965 

41 .5 

Wallaceburg 

961 

27.1 

Barrie 

769 

Mi  Iton 

632 

32.3 

Lindsay 

553 

21 .2 

Richmond  Hill 

499 

14.6 

Stoney  Creek 

412 

10.9 

Ridgetown 

212 

38.8 

Amherstburg 

400 

23.8 

Tilbury 

330 

38.0 

Parry  Sound 

215 

58.6 

Aurora 

259 

15.6 

Beaverton 

205 

80.1 

Dundalk 

190 

79.8 

Fergus 

188 

10.8 

IngersoII 

187 

15.6 

Port  Perry 

180 

43.5 

Blenheim 

175 

25.4 

Centra  lia 

170 

20.4 

Orangeville 

130 

10.9 

Thamesville 

156 

52.0 

Bracebridge 

103 

43.6 

Source:  Scott's  Industrial  Directories  1978 

*Centres  where  automotive  industry  employment  accounts  for  more  than 
10  per  cent  of  total  manufacturing  employment. 
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MAJOR  AUTO  PARTS  MANUFACTURERS:  PLANNED  INVESTMENTS  1979 


COMPANY 

LOCATION 

INVESTMENT 

EMPLOYMENT 

Hayes-Dana  Ltd. 

Barrie 

$8  million 

800 

T.R.W.  Ltd. 

St.  Catharines 

$5  million 

100 

T.R.W.  Ltd. 

Tillsonburg 

$8  million 

100 

Total 

$21  million 

1,000 

Source:  Economic  Development  Branch  Files. 


MAJOR  EMPLOYMENT  LOSSES  IN  ONTARIO  AUTO  PARTS 
MANUFACTURERS  1978-79 


COMPANY 


EMPLOYMENT 

LOSS 


Rockwell  International 

48 

Loss  of  sales  of  leaf  springs 

(Milton) 

Rockwell  International 

200 

Loss  of  sales  of  springs 

(Chatham) 

Budd  Automotive 
(Kitchener) 

1,175 

Loss  of  sales  of  heavy  body 
components 

Source:  Economic  Development  Branch  Files. 
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.  At  the  same  time,  rationalization  is  occurring  in  the  automotive 
parts  industry  in  Ontario,  involving  the  loss  of  approximately  1,400 
jobs  in  I  978-79. 

ONTARIO  MUST  ACHIEVE  A  REASONABLE  SHARE  OF  INDUSTRY 
INVESTMENT  IN  THE  1 980'S,  ESPECIALLY  IN  THE  AUTOMOTIVE  PARTS 
INDUSTRY. 

.  Beyond  the  immediate  future,  Canada's  and  Ontario's  participation 
in  this  automotive  industry  investment  program  must  be  maintained. 

.  Because  of  its  relatively  small  market  and  the  Auto  Pact,  Ontario's 
automotive  industry  will  be  very  much  affected  by  the  structural 
changes  which  are  occurring  as  a  result  of  the  international  and 
North  American  conditions  discussed  earlier.  The  movement 
towards  downsizing  and  more  fuel-efficient  vehicles  will 
particularly  affect  Ontario  parts  producers.  Substantial  new 
investments  will  be  required  to  maintain  Ontario's  role  as  an 
important  supplier  of  automobile  parts. 

.  In  a  recent  speech*,  the  Premier  of  Ontario  emphasized  the 
importance  of  major  investments  to  ensure  that  this  province 
retains  its  ability  to  produce  competitive,  efficient,  non-polluting 
vehicles  and  the  parts  and  components  necessary  for  their 
production: 

"  the  strategic  importance  of  the  automobile  industry  in  Ontario 
suggests  the  need  for  a  massive  program  to  development  new 
energy-efficient  technology  in  the  automobile  parts  industry...  . 
Continued  rapid  downsizing  and  higher  efficiency  in  fuel 
consumption  are  absolutely  necessary  if  the  Canadain  segment  of 
the  auto  industry  is  to  compete  effectively  with  European  and 
Japanese  imports  in  the  North  American  market." 


Oil  Pricing  and  Security;  A  Policy  Framework  for  Canada;  Speech 


by  the  Honourable  William  G.  Davis,  Premier  of  Ontario.  August, 
1979. 
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V.  THE  AUTOMOTIVE  INDUSTRY  IN  TILL50NBURG 

TWO  AUTOMOTIVE  EMPLOYERS  ACCOUNT  FOR  42  PER  CENT  OF 
MANUFACTURING  EMPLOYMENT  IN  TILLSONBURG.  EMPLOYMENT  HAS 
BEEN  RELATIVELY  STABLE  THROUGH  THE  I  970’S. 

.  Livingston  Industries  Ltd,  the  largest  manufacturing  employer  with 
850  employees  is  longest  established  in  the  area  with  relatively 
stable  employment  levels  since  1968.  The  company,  with 
headguarters  in  Tillsonburg,  has  2,600  employees  in  auto  parts 
packing  and  distribution  businesses  across  Canada  and  the  United 
States  and  the  United  Kingdom. 

.  Mastico  Industries  Ltd,  currently  employ  I  15  people.  Established  in 
I  970  the  Company  has  achieved  steady  employment  growth  since 
that  time. 


AUTOMOTIVE  EMPLOYMENT;  TILLSONBURG 

1980 

1980 

LIVINGSTON  INDUSTRIES  LTD. 

Products:  Auto  parts  packaging 

850 

MASTICO  INDUSTRIES  LTD. 

Products:Automotive  Parts 

I  15 

TOTAL  MANUFACTURING  EMPLOYMENT: 

(Automotive  Industry;  Percent  of  Total) 

2,323 

(41.5) 

Source:  Scott's  Industrial  Directory, I  980. 
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FUTURE  PROSPECTS 

SHORT  TERM  PROSPECTS  FOR  THESE  EMPLOYERS  MAY  BE 
ADVERSELY  AFFECTED  BY  CURRENT  DECLINES  IN  DEMAND  FOR 
AUTOMOBILES.  FOR  THE  LONGER  TERM,  INCREASING  WORLDWIDE 
DISTRIBUTION  OF  AUTO  PARTS  MANUFACTURE  IS  LIKELY  TO  BENEFIT 
SPECIALIZED  SHIPPING  ORGANIZATIONS  SUCH  AS  LIVINGSTON. 

.  Livingston  Industries  as  a  company  may  benefit  from  the  trend  to 
worldwide  distribution  of  automotive  parts  manufacture  but  benefits 
may  not  be  felt  in  the  Tillsonburg  area. 

In  August  1978  a  new  plant  owned  by  Livingston  opened  at  Jacksonville, 
Florida  to  handle  box  making  and  export.  This  plant  employs  100  people. 

The  Company's  1978  annual  report  states: 

"  Now  that  the  Company  has  made  its  first  investment  in  the  U.S.A. 
with  the  Jacksonville  export  packing  site  a  further  review  of  our 
"strategy  for  growth"  will  be  undertaken  and  consideration  given  to 
further  expansion  in  the  U.S.A.  and  possibly  other  industrial 
countries." 

The  Reisman  Commission  report  on  the  Canadian  Automotive  industry 
notes  that  Canada  has  been  attractive  as  a  source  of  undertaking  C.K.D. 
operations  essentially  to  serve  U.S.  Companies  because  of  long  experience  and 
resulting  efficiency.  Until  August  of  1977  a  further  attraction  stemmed  from 
the  fact  that  the  Canadian  auto  producers  were  permitted  to  count  C.K.D.  units 
for  purposes  of  meeting  their  assembly  to  sales  ratio  under  the  Automotive 
Products  Trade  Agreement  of  1965,  the  Autopact. 

The  loss  of  this  provision  adds  to  possible  incentives  to  Livingston  to  shift 
its  activities  to  other  countries. 


HD  Prospects  for  auto 

9710  industry  growth  in  Ontario 

.02  communities. 
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